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§TUDY UF EXTENSION O% US BID TO ?RANCEo ANNEX -

= - : ) T .

)

Summarys ‘The a;ttached mable shows th@ aatimates of the balance of

{

‘pavments for Metrcpelitan and Oversaas ?rance for the beriod 1946=500 The
1@@6 Lstlmates rapresent acﬁual resultso Since the firet half @fr1947 is ; |
'huw pqstg and sinee much cf the fereiﬂn trade f@r he second half is already
7,yf@g?ammsé tne estimatas for this year rapresent what aill probably be
‘Aa@hiewmd with the availabla financing, Thus, for. 1946 and 1947 mo .
adiiti@mml funds are eatl mated to be neadedo_ o "_,i ”;( o “‘,\a‘
"‘iqf\:'  iha @stimates for 1948 through 1950 represent Erench requirements .
C8a- defined in tha “Study of Extension af oS Aid to Fmancep" Parts VaVIIo
3y ?mdicate that Franee will need additional funds equal to approximately
‘?1;55 billi@ng provided that it obtains new eredits equ&l to %700 million :
Lfram the Irternational Eank and Fund and that it gata control over and
‘:u@a@ @3@% million of dollar asaeta ‘held thzough SWins banksa \(The estimatssJ'
;Lwh 1950 are not given in d@tail but only. by m&jor eategoryo) /
“'_ $ggcam E@guiremenuss ~ 1946 Franca impurted 2.2 billion of goodso
@J mhich approximately 3 50 million was for capital eqmipmenta In 1947

o it ia @ﬂtiﬁ&t&d that capital equipment imports will rise to $450 million,

. bv 15 par@@nt @ver 19¢é = roughly the expected increasa ia the level @f
.agdlstr¢&l pr@ductiuno ( Imports are thus estimated at @205 billion, some=
= 'T‘: x&ﬁ less th&n the Fran@h inﬁicated would be desirabla in th@ reeent

. ng@tfa%ians with the Enternational Bank They ar@s however9 in line

K

val'. "  wwi.bh aeni@vements ﬂuring the firet half of 1947 and with the financial

: rea@mrcas avuilable to France this yearo ; g

commmm

A

i ¥ B . L . . . . t ’
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“ha esbimmue& requfved rise in 1048 is hased on high voluma ef
' ..gr@in fmnartay another 15 pczc@nu riss ir 1mpe? Lo of'“aw and. aemifinished
'mm,arinln An line wiin the anﬁicipate& iﬁcrease in the 1evel of eccnomic ,f}
| '-agtiwiiyg and 8550 million QL capit;l eqnipment impcrtso Thia tobal of $207
"hl liun in i?@g is expected to fﬁ1¢ in @949 ta &? 6- billionv even tbough
‘_Ej .'"t%@ leval oi acon@mic actlviuy wmll be higher in France theng and deapite
_ab@ Qcmi”ability of maxwtaining »apital eqmipmeat impa“ts at roughly @500
' malli@g to achieve the capital fo*ma*ion programo The reassms L@r this
anuiﬂiﬁaued fall areo (1) wit% a moeerat@ly goad hqrvest tha nsed for
ekkréﬁncv wh@ﬁt imﬂorts will é@@line° (2) more of the imp@rts can be in e
-zgw wmt%er than a fimigb@& state (@ogog Franc@ is currently importing |
11w@ﬁ patsckeum praducts, with the planne& expansi@n and modernization
.¥5 @” ite . “ﬂf&ﬂﬁ"y caﬁaeity it will ce able to import anﬁ process the L
. @hoaoer arude ozl), 13) with ths recovery of countries wihh which Fran@e
ﬁfrmaiig %r&ded its marms of trade will improve oo in other wordsg it will

b@ &k&@.@@ purchsss g@eds morc cheaply than will bef; ©asible in 19&7 and

i”ugo and (g} trmda witbin the franc area 18 axpected to increaseo

ﬁne ”Stméy of Ex%ansxon of Us é&d to Francesﬂ Part ¥y contains '

¥ -

¢

o @:uiﬂa %B mf impert “equiremanta for wbeat and coelo T@tel capibal ;vx’ﬁ_v

>

ﬁqminmer+ impart requirementa ara givan in this annego A study of th@

f“qﬂi?@ﬁmnts @f g fow other inportant eommodities is now being prepared in

A

S)XZY

m ..)hi_,;)i ;'ensesn~ The a_ntieipated fan of net expenditures of

farﬁﬁgm o changa on ecean ﬁthDiDg from $300 millla&§jim 1946 and 1947 to
R PR commm@ TR '

, .
).
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: %150 mii*ion'iﬁ 1948 Qnd 80 M¢li10h in l?a9 is fue to the plaﬁned
@:vaamian @f the Ffench m@r@han$ flaetg the avwilabil*ty of gocts in t;

5 areas nlasar Yo Fraﬂoeﬂ &n& @r in»raase in the trade @f ‘the ?rane 2oneo' /
IR 'axnﬁrna,' Phe estimated @loz billion of exports in 1947 can probably

be invremseu tn §n04 billiom in 1948 and %1065 hillion in 1949 if worl&

.»Aﬂ@ﬁm‘ inereas@a and Frahce abhxavea & aubstantial degree of internal v
ftvsuniax sﬁa@@ itye F?mnch eathates«for 19%? &nﬁ 1949 ara h;gher o= ;

,,b,.é Ei?lion 1nd 3200 biTlion rrspecﬁivwlyJ' This is probsbly dua to a failura

't@ maﬁa wufficient allawaace for the di?ficulty of exportinu Rnen the S ,‘"
imw@rnal d@wand for goadﬁ i& h*mh and when tha axchanga rata ia @vervalueﬂ

”, ﬁm %sr? of fareign eurrens;e@c . o |

‘f"se he Deficll @d 14a’ "’imncimg “‘he net aemem on- ement acemmt;

Cis ?x@ﬂ «ed @ decrease stsadilyp slawly at firat and rapidly &fter 1948

f 1946 16 was 82,2 Mllion, it 4s estimatsd st 81 3 billion in 194.79 $1.65
;fmmnm in 1948, i 0 bil34on in Acw.os a.n& 0. 6 billion 1n 1950
' Thb @xisﬁing creﬁits and @ssstss used up 1argely in 19469 will be :

iVmeﬁﬁil? axhausued by 1919, 80 uhaf the uncove“ed deficit will be at £y

\;‘,\ v@ak ”a 1948 aad will remmin r@lauively high until 1@505

. P?obable n@w ﬂr@dita 4“rc:m th@ Internati@nal ank and Fund and the
f‘fprab&bla new availability of doiiars &8s a resuxt of the eurrant

;;nug@ﬁLationa con@arn&ng French &asets helé by the Swiss banks mav prdvid@

N ﬁmpcrtsnﬁ aourees of funds in 1948 and 1949 but not in 19500 Thus the , ?‘5 E

yfﬁbab le uncovered daficit mxll ria® in 19509 Ihe pzcbable ancoverad defi@it

> the aﬁcurt of add*tional funds needed by Fran@eg i3 estimated annually

RN 'f‘ccﬁm'zmmm'

v[?v-_v . . . . .
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GOWIDENM 7-...‘. (_/‘: ",;; «..‘.>‘ QAO -
a8 follews: - . C o
o e 1947 % 0 milliom
‘ oo v 1948 . 0 0 6000 milliom.
e 1949 . 450 millien-
- 1950 500 million B

‘Total @19550 ,miuion

Cmg ison_ with ”Study of Ext.enaion of 'IB, Ald toFranceﬁ" Th@

¥ I

3 @@ﬁail@d estimates in.the attaehed halance of payments diffsr to some
‘ ‘@TE@nt frum thase nressnted in the "Studylof theneion of US Aid to Franoeg |

'  m&ﬁm-wo. @his is due to the' availability of adﬁitional information and |
'  &@ a raappr&iaal of some of thﬁ faetors in the changina economic situaticﬁ;
"1;713hc egtinata of tot&l additional credits required after taking into R
I.-abwaunt probable new %r@dits ié noi\:B however, oreatly ehangsdo The main.

e mmwt eatimateé Fram{:e“a financial requiremanta a.t $lo3 to 3106 billiom -'

: _tlm,g Anmaex @smmates it ta ba roughly the samsg a.bout 81, 55 billiono :
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Table A: Estimate of Balance of Payments of French Uhion, 194650
) (in millions of dollars)

1946 19,78 19488 1945 1950‘_
I. CURRERT ACCOUNT . .
L. Peymenta 3,096 3,280 3,250 2‘%%% 2,850
- i, Imports, f.a.8, 2,225 2,505 2,700 2
o Fet shipping .-
expenges 300 300 150 . 80
3o Len-commercial - :
vayments 570° 475 400 320
B. Recelipts 854 1,480 1,600 2,000 2,250
1. Exporis 550 1,200 1,400 1,650
2. Tourist trade 20 - 40 100 300
3. Hon-commercial
recoipts - 294 240 100 50
C. Tefleit on Current
Account, (gross
capital import :
requirements) 2,232 1,800 1,650 1,000 600
11, GAFYTLL ACGOUNT®
Ao Locaipts . 24232 1 1,730 510 100 0
1, Hat liquidstion
of public and
privaie holdings
of gold, foreign
exchange and
foreign s ,
gecurivies 1,030 785 300 160’
2, w0 Exporte . :
© Import Bank .
redits : 626 400 174 0
3. Lanadian credit 106 75 0 0
4o Cther governmentel :
and private
credits and
receipts 470 170 .35 0
5, Internationmal : '
Fund Advgnces 0 50 0 0
6. ianternational ' '
Bank Credit - 0 250 0 0.
8, Uacovered deficit ___ 0O 0 1,140 900 _600
C. Probable New Funds 0 70 __550 450 100
1. International B ' :
Bank’and Fund 0 70 300 400
2, Iiquidaticn of
- dollar gssats
: held through
;1 ) 7 9 g 230 30 -
D, Probable Uncovered
Daficit: Amount ' »
ef Additional ' '
Funds Nesded 0 0 600 450 500

a. Cwluu‘ated in current prices.
b. The rspsyment of the URK credit accounts for $200 million of this.
¢, Psyverts to the Interactional Monetary Fund and Bank are imcluded for

ecnverdence in the current gceount item: non-ecmmercial paimentso
Hotes T7iz taoble represents some minmor revision of tho estimates presented

in "Study of Extensicn of US Aid to France", July 1, 1947
CONFIDERTIAL A
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r.'he following sections have been prepared in aceo%dm_
ance with a memorandum from ¥rs., Willis,, WE, to #r, Gardinar,
SWF@GG, conveying the r@qu@st of the Em*opaan SubaGemmittee
of SHNGG for ‘additional infomtiom
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I. EGONIG PROPOSED -
UNION mm TOE SAAR o

' In ihé past year the us ?aﬁifr@guently iﬁdicgted its agreement
tb the “acondmic end finaneiélriheorporation of the Saaé in Franceaé‘
M¥r. Brypes stated ‘the U8 position publicly in Sﬁuttgart on Septcmber
6, 1946 and in a private 1atter te M., Bidault on October 14y 1946
- Secretary M&rah&ll confirmsd this position at the last Moscow Conference.
jThé implementation of ihis poliéy is still o céme”aﬁd its ecomomic |
effects depénd in 1&¥ge part on the decisicﬂs,ﬁhiéh‘m@gﬁ bé mede concern-
~ing the treatment of Saar and Ruhr coale |
1, Coal The single most important economic benefit that France
axpects to recaive from the proposed economie anarpcration of the Saar
| is increased coal imports, since the Saar is a 1arge net exporter ;f éoalo
The net ircreasa in coal imports which France may realize &epends, however,
as much upon the terma of the agreement it re&ehes with the US and UK _
Gavernments and ﬁith the Buropean Coal Orgeniszation (EGO) as it does upon
the amotnt of coal the Saar can export. If the EGG ao desired it could
probably offset all the coal exports of the Saar to Franee thrqugh a
‘reduction in the axportéVSf the Ruhr{and TS to France., Ihus, as a
lower limit it is possible‘chat-Ff&nce ﬁould receive no inereése in ccai
' supply ag a result of its incorporation of the Saer. (
On the other ha.nd9 the proposal which the French bave made in an

' atde-memoire of July 131, 1947 o the US Government would allow_France

© CONFIDERTIAL
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gradually to change the allocation of Sear coal ib'its'favofeu The
net affect of tth might not be an absolute reduction in the amovni
of coal going to countries other than France, though it wvuld necessarily
raduce the amount of cosl gcing to these ccuntries below what they might :
otherwise receive. In brigf,Athe,French mema:anéum proposes that all
. increases in Ssar coal produétioh.in'thé last gquarter of 1947 sccrue to
- Frence and that Saer cosl be diverted to France from the ECO pool at an
| \:- bincfaaéing rate. (The pfopéSéd total diversion amounts to 60,06@ tons :
1 . 4n Octbber, 120,000 tens in November, and 180,000 tons in December.)
| vAlthough nothing is stated as to France‘s intentions after the fourth
- quarter of 1947, it seema probable that by around the middle of 1948
| France would ezpect to receive all Saar cosl now being a&ported to countries

other than Fran@e, Which eurrently emounts to approximately 4003000 tcns

ufrom other sourcesg France might thus obtain as much as 4 million tons
sddttionsl in 1948, '

I is extremely unlikélyp hoaev@rg that the nét gain ﬁo Fraﬂca would -
bé as much as this, &ppkying the ECO formula for coal sllocation to
‘Franee and the Saar as a unlt Would result in en incresse in France's

v parta‘during the third quartar of 1947 of roughly 1203000,tan§ e monthol

e

"1,  The formula is based among other things, on the actual Droouction and
consumption requirememtg of the area. .

\

|

‘ o  a mont‘.ho If no r@ductions were made in the allocati@ns of coal to Franece
. GONFIDENTIAL
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Increased uaar productlon might raise this to average 160,000 tons a
month or 2 million tors annually in. l?wso_ This figure seems to represent
& more reasonahle upper 1limit of the net conl gain France_hight make
asa result of the incorporation of the Saar.
Actu&lly3 it is probable that the nagatiations that will have to
’be carried on in the ECO will arrive at a figure somewhere betwe sn 2Z@ro
and this apparentjy upper limito rha exact figure wili depend upon the . 
ability of the French negoﬁi&tors, the flming of their raqueata, the
_ availabiliti@s of coal from other sources; the provisions that nay be wads
- for thp paymenc of tbia coal, and the, attitude;of the other ECO ecantréewt

It seems ceritsin bhau France w111 save (or earn) dollars as a fesult

\.
AN

of the Saar coal settlemente\ Premca would gain financlally even 1f its
nropesed increaaed takings of Saar coai exporus were completely offset by
/'g reduction in expovts from the ECO pool eince it ?ou¢d not have to pay
dollers for the coal from the saaro, This saving of dollars(might-amount
to between @l@'aﬁd $40 million in 1948 (Gepending upon the amount of coal
and on. wnether the value is compqtea at iLO a ton (th@ current £.0.b.
.  price for Germen ecosl), £15 {the proposad price)g or $20 (tbe landed cogt
of US coal in Franceg which Saar exparts mlght rebﬁsce) This saving
’ .in dollars does notg of course, represent the incrsase in real goods whiéh Hf
‘will be available in Franece, since the S&arlanderé’will presumaély ée paid

~ for thelr exporis. -

I. \\

| GOWFIDENTIAL .

\
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‘The dollars that France>qaves as a'result of tﬁe Saar coal setﬁlemenﬁ
will represent a foreign exchange burden on the bi anal‘area:of'Germahygi
;Thuss if the US stands ready to finance the balance«ofmpaywenta aefieit
of Weetern‘ﬁurope, this meens that part-af the funds must be made availsble

to Europe through Germany rather then through France. Aetually the bizonall
authorities, by variocus decisions concerning trade with the French Zone
(exclusive of the Sear), can prﬂbably reduce their financial "losses" or
the financisl gains which France might make as a result. of thevipcorporaa
tion of the Sear. .'5_ | S |
2. Gtﬁer Factora. Incorporatlon of the $aar will not mean that
France will have a more -ample supply of any commodity other than coal
| in the next fou years. -, Since th@-Saar forms part of the French zZons, of
; @caupation, France already controls the sconomy of that area excapt for.
the trade of - any commadlty subject to international allocation. Ccal.
._ i is the primary good felling in this category. It ia s matter of relatively
| little moment to France whether nhe Saar is oceupied or ﬁgcorporated 80
‘-far as the disposal ef any other cammodity not under internatlonal alloeaa {
- tion is concerned, The am&lgamatien of’the French Zome with the bizon&l |
area Wbuld‘probably not affect this situation to any subgtantial degree,
vit is possible that' in the next few‘years’ﬁrance may exporﬁ more to
_ 3 .

the Saar than it obtains‘dé a result of the incorporation. At present

the franc'is'probably over=valued in relation to the Saarmark, The

~

' J
CONFIDENTIAL -
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,.ipppaiﬁion of.fhe Ffench.éurrenéy.in the‘sa&rfwith\Frencﬁ prices -
will probably turn the terms of_tfade against France in favor ofﬂihe A
S&ér;_ Thus, as a f;sult of its incorporation,vthé inh;bitants of the
Sear will be able to import more real géods froﬁlﬁféﬁce or they will
build up equities for the acquiéition-of future goods and gér&iceé
L ffom F}améeo This may be of scmevimportance io ihe Saarlandérs, buh'
the fact that the population of France is forty«five times that of the
Saar reduces ita effect on France. |
Ef France feela that the Saar will remain incerporated &ndefiniuely 
: it may make use of the advantages of the Saar in the production of -
'important commodities, notably st@el$ by increasing investment in the
:industrieS'préducing them. France will then be gble to utilize its‘own -
rescurces and thoéeHOf_theisa;r'mueh mora:effectively,'with-resultiﬁg '
'bensfits to both/areas(apﬁ'to Europe in genéral, |
In the long run F:ance will benefit by the incorporationfof the
'Sa#r by add;ng\tqvita'éeanémyva higﬁly indﬁétiialized area.with.alﬂbst-
& milliﬁn_people whosé'praéar'per c;pita iﬁcame éaS*épproximately éO‘
‘ nercent greater than that of the Frencho The French people will benefit

- as a reault of belng part of an gconomy with a 1arger frea trade ares.

‘CONFIDENTIAL.
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II. ' ECONGMIC EFFECTS OF THE ITALIAN PEACE TREATY

The Italian Peac@ Treaty will not affsct France's economic nositiono
Few of the economic prov1sions ellow France aﬁy important advantageso VNOV
, reparations are to be paid. The‘compensation_fpr damage to French property
‘in Itely is to bé made aﬁ ﬁwdethifds ;f its:value and, more important
in local currancy subjant to all the exchange control regulations of Italyo
| The ceded territories have more strategic than economic Valua.

: France may take ownershi£ of all I?alian assets in France, concerﬁing
whose total‘amount fio informatlon is available. It is unlikely, however;
‘that France will tak@ substantial advantage of this provision. - T‘he us
hasvregurned all Italian assets; Great Britain,has glsoyreturned them éllg
with the proviso that settlement of British claims on Italians should be
meﬁ out of these assets. The Italians'and the ‘French are mow in‘process

F . Qf negotisting on this pfovi%ion'in the téeaty.ﬂ Ttaly, of-courgeg wants
a generous'sattlement; Since France is véry anxlous to establish amiééble

relations with its Latin neighbor, it is lik@ly that such & settlement will

; be reached
DI

. GONFIDENTIAL ST
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APPENDI& DIS 48D CORREGTIONS T0 "SIUDY OF
OF U“AIDTOFRANCE"J’ULY 1o 1947 ‘ v
) \ Table 1B (Insert after p, 22)
, _ .
. Table mg FRENCH UTILIZATION OF NON-US CREDITS; 194546
. . f;n millions of dollara)
) A942 946 Total
w T s, 02 592
Canada | - 40 ' lbé | b
> Sweden o | | 23 18 g
BelgiumP R 35 0 TS
Switzerland” 3 2% 63
Argenting® o 24 49 S 73
Other governmeﬁtal credits -0 o 30 - . 20 .v ’
Rrivate investment and . "_ ',.. ’ : , y
credits ‘ o 0 200 400 o
Total 751 C 329 1,080

b, The "credits*.axt@ndéd are equal to the uncleared portion
, of payments and clearings agreements made with France.

Correction:
Correct p. 23, 1ine 15 to read° "Lotalling about $2.4 billion,

y es vRepaymenﬁs’ squal to $192 million were made in 19469
|

|

| of which more than one~half ($1.36 billion) o o o o off
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: :. At a meeting of the SWNCC European ad hoc sub-Committee
fhe following changes were made in the "Study of Extension of
U. 8. Aid to France": | | |
J/;. 1, line 1 of the text, substitute the word "independent"

‘ for "democratic".
\{p. 1, line 3 from the bottom of the page not a new para—
' : graph.
{ p. 3, line 10, insert the word "conditions" after the word
"ingtitutions".
y fp. 3, lines 15 and 16, strike out the words "backlog of"
g ‘j ' and inﬂert "accumulated and current".

T Np. 3, last line, insert the word "dollar" before "credits".

Tine 12, strike out the words "on the black market"
- v/’ﬁ 23, line 8, strike out one "etc'

4/§. 36 lst paragraph t6 read as follows: "In proportion
as a United States aid program to France may
prove effective and may dispose French
opinion more favorably toward the United
States the principles, motives and objectives
of such a program will continue to be dis-
torted and attacked by the extreme left.™

fﬁpf 36, line . l2,. strike out the word "terribly".

p. 37, llnes 8, and 9, wgtrike out the words "by the Press
_ office ot “the Enbassy".

V/b# 58, lines 1, 2 and 3, strike out the sentence "Henoe,
in spite of the natural attraction of the
great majority towards the United States, they

: fear that the U. S. will force them to choose
_ - B ' sides in a potential world conflict. &
| 7 «p. 58, line 7, change to read "is bewildered and resentful

i

R : : over France's inability".

Holders are requested to correct their copies accordingly.
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